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WASHINGTON, D.C. 20463
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MEMORANDUM
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Subject: Resubmission: Audit Division Recommendation Memorandum on the
Nebraska Democratic Party (NDP) (A11-18)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations below and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Finding 1. Recordkeeping for Employees

For the period covered by the audit, NDP did not maintain any monthly payroll
logs, as required, to document the percentage of the time each employee spent on
federal election activity. For 2009 and 2010, the Audit staff identified payments to
NDP employees totaling $300,708 for whom NDP was required to maintain
monthly payroll logs. All of these individuals were paid with an allocation of
federal and non-federal funds and disclosed on Schedule H4 ($282,882) or with
exclusively non-federal funds ($17,826). Of the employees paid exclusively with
non-federal funds ($17,826) there were two employees (receiving non-federal
payments of $3,642) that were also paid with federal funds in the same month,



The remaining employees (receiving non-federal payments of $14,184) were paid
exclusively with non-federal funds and were not paid with federal funds in the
same month. During audit fieldwork, the Audit staff provided NDP with a
schedule of employees paid with an allocation of federal and non-federal funds.
An NDP representative completed this schedule by inserting the percentage of
time each employee spent in connection with federal election activity and provided
a signed affidavit in which he attested to the accuracy of information provided.

In response to the Interim Audit Report recommendation, NDP stated that it has
established procedures to maintain contemporaneous documents to certify the
payroll records for employees paid exclusively with non-federal funds or with an
allocation of federal and non-federal funds. NDP made no further comments in
response to the DFAR.

It should be noted that this finding does not contain contract labor totaling $36.
NDP made this one-time payment from its federal account and disclosed it on
Schedule H4 with the notation *“Building Maintenance.”

The Audit staff recommends that the Commission find that NDP failed to maintain

monthly time logs to document the time employees spent on federal election

activity totaling $300,708. This amount includes payroll paid as follows to NDP
_employees.

A. Employees reported on Schedule H4 and paid with allocated federal
and non-federal funds during the same month (totaling $282,882);

B. Employees reported on Schedule H4 or Schedule B and also paid with
100 percent non-federal funds during the same month (totaling $3,642)
and,

C. Employees paid exclusively with non-federal funds in a given month
(totaling $14,184).

Finding 2. Reporting of Debts and Obligations

During audit fieldwork, the Audit staff noted that NDP had failed to disclose debts
and obligations totaling $120,447. In response to the Interim Audit Report
recommendation, NDP filed amended reports to materially disclose these debts and
obligations. NDP made no further comments in response to the DFAR.

The Audit staff recommends that the Commission find that NDP failed to itemize
debts and obligations totaling $120,447.

Finding 3. Excessive Coordinated Party Expenditures

The Audit staff initially determined that NDP exceeded the 2010 coordinated party
expenditures limit on behalf of a House candidate by $34,789. In response to the
Interim Audit Report recommendation, NDP provided support that an expenditure
for a campaign sign ($578) was not intended as a public communication. The
Audit staff did not apply the expenditure of $578 towards the coordinated
expenditure limit.

NDP also made expenditures totaling $99,206 for a candidate mailer ($94,610) and
a candidate postcard ($4,596) that may be attributable to the coordinated



expenditure limit. For these expenditures, NDP provided some documentation to
support its contention that the volunteer materials exemption applies to these
expenditures and the amount should not be attributed towards the coordinated
expenditure limit. In view of the uncertainty regarding the amount of volunteer
involvement needed to qualify for the volunteer materials exemption, as well as
the amount of documentation required to support such an exemption, the Audit
staff did not attribute these expenditures totaling $99,206 towards the coordinated
expenditure limit.

The Audit staff recommends that due to the lack of clarity regarding the level of
volunteer involvement needed to qualify for the volunteer materials exemption, the
Commission not attribute expenditures totaling $99,206 towards the coordinated
expenditure limitation.

The Audit staff recommends that the Commission find that NDP exceeded the
2010 coordinated party expenditure limit by $29,615 ($34,789 less the candidate
postcard ($4,596) and the campaign sign ($578)).

NDP did not request an audit hearing.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Sheraline Thomas or Zuzana Pacious at
694-1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the Nebraska Democratic Party

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Nebraska

Democratic Party
(January 1, 2009 - December 31, 2010)

Why the Audit Was

Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports under
the Federal Election
Campaign Act (the Act).
The Commission generally
conducts such audits when a
committee appears not to
have met the threshold
requirements for substanual
compliance with the Act.'
The audit determines
whether the committee
complied with the S
limitations, proh,tbﬁ&nﬁm

6
disclosure requirements of
the Act. ';’;’-“e

Future Action %&
The Commission may *

initiate an enforcement <-\f=='=:-,,._
action, at a later time, with fff-*'

respect to any of the matters
discussed in this report.

S

About the Committee (p. 2) AL
The Nebraska Democratic Party 1s.ﬁstate party committee

headquartered in Lincoln, Nebraskﬁ'i%l?or more information, see the

chart on the Committee Orgam-zatnon‘ﬁ@%

‘f%-"h.
Financial Activﬁ
e Receipts s
o Contributifns from lm};gﬁp\al 4§
o Contributions from Pgltical Committees®
o Transfers from Affifidtes
o Trdfi7zr- from Non-fedete Accounts
0 Oﬂitel'g;..lph s °
Total R p‘\ "é‘ha.,
oD isburseme S )
1 Operatmgﬁxpendltures ’
(of »ﬁ.Other Federal 1 Expenditures
ou Federal Electléﬁi Activity

-‘goﬁAffihates

) %:2% Coordﬁia Expenditures

% & Independent Expenditures
-*;_,Eg;;,‘ ‘%ﬁ? Disbursements _
o

o
Total Disbursements

Recordkeeping for Employees (Finding 1)
Reporting of Debts and Obligations (Finding 2)

#Fin ndings and Recommendations (p. 3)

[ J

[ J

e Excessive Coordinated Party Expenditures (Finding 3)

! 2U.S.C. §438(b).

$ 218,270
24,202
1,682,699
344,901
185,066

$ 2,455,138

$ 540,126
129,323
1,490,477
138,967
114,788
12,475
35,174

$ 2,461,330
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Part 1
Background

Authority for Audit
This report is based on an audit of the Nebraska Democratic Party2 (NDP), undertaken by
the Audit Division of the Federal Election Commission (the Commission) in accordance
with the Federal Election Campaign Act of 1971, as amended (the Act). The Audit
Division conducted the audit pursuant to 2 U.S.C. §438(b), which permits the
Commission to conduct audits and field investigations of any politieal committee that is
required to file a report under 2 U.S.C. §434. Priorto conduc‘;' f¢ any“audit under this
subsection, the Commission must perform an internal revieyFofize

committees to determine whether the reports filed by a paft cul

threshold requirements for substantial compliance wi

Scope of Audit ‘#x

Following Commission-approved procedures;’ l%udlt s%g;valuated vangf‘ﬁse risk
factors and as a result, this audit examined:

the disclosure of individual contributors’ occupauanﬁxd name of employer;

the disclosure of disbursements, d&bts and obhgatloﬁ%a
the disclosure of expenses alloca e federal on-federal accounts;
the consistency between reported ﬁgﬁres hank records,w

the disclosure of independent and coordmateﬂr eii“pe@%(yes

the completeness of reeqxds and & o8

other committee operatlon necessary to t?he review.’

o s,

Kj ‘:. wl.’ .'I:.' .
.{:‘.‘.'-
r' ;'

mg o mfﬁﬁr Q(.“ eﬁ%\v;‘?g‘%"’g’
Request for Early mnsann,Conslderatlon of a Legal Question
Pursugnt to the “Pollcye@ttemeﬁtﬁs ablishing a Program for Requesting Consideration
of Legaig'%yestxons by th&€o mmlss ," NDP requested early consideration of a legal

8 " dit. NDP questloned whether the monthly time logs required
$hpplied to employees paid with 100 percent federal funds.

Nousrwne-

Commission Guilits

“u g

The Commission ¢
committees to keep a monthly log for employees paid exclusively with federal funds.
Exercising its pmsec%torial discretion, however, the Commission decided it will not
pursue recordkeeping violations for the failure to keep time logs or to provide affidavits
to account for employee salaries paid with 100 percent federal funds and reported as
such. The Audit staff informed NDP Counsel of the Commission’s decision on NDP's
request. This audit report does not include any finding or recommendation with respect
to NDP's employees paid with 100 percent federal funds and reported as such.

nclu. by a vote of 5-1, that 11 CFR § 106.7(d)(1) does require

2 The committee's name during the audit period was the Nebraska Democratic State Central Committee
and was changed subsequently on April 4, 2012.



Part II
Overview of Committee

Committee Ofganization

Important Dates
e _Date of Registration December 3, 1975
e Audit Coverage January 1, 2009 - Dgcember 31, 2010
Headquarters Lincoln, Nebraskg#=*
Bank Information ¥
o Bank Depositories One : TR
e Bank Accounts Five F and T®o Non-federal
Checkinp Aécounts .
Treasurer e W
o Treasurer When Audit Was Conducted ) g@mé%an
e _Treasurer During Period Covered by Audit | GetfaFinnegin, . >
Management Information B '
* Attended Commission Campaign Finance Yes
Seminar T
e Who Handled Accounting and Recordkeﬁmﬁzl pPaid Staff 7R
Tasks }:: e .;"t'
%, | el
Ovgeitiew of incial Activity
, (Audited Amounts)
Cash-on-hand @ January 1, 2009 $ 63,195
Receipts
o Contrlbug___gihs from K 218,270
o Contribi ggk-Commitfges 24,202
o __Transfefifro i TE e 1,682,699
o Transfers fom. Non-federal K%’countsr 344,901
o Other Receipts.. - ; 185,066
Total Receipts $ 2,455,138
Disbursements = :
(¢} Operatm&Expendltures 3 540,126
o Other Federal Expendltures 129,323
o Federal Election Activity 1,490,477
o Transfers to Affiliates . 138,967
o Coordinated Expenditures 114,788
o Independent Expenditures 12,475
o Other Disbursements 35,174
Total Disbursements $ 2,461,330
Cash-on-hand @ December 31, 2010 $ 57,003




Part III
Summaries

Findings and Recommendations

Finding 1. Recordkeeping for Employees

During audit fieldwork, the Audit staff noted that NDP did not maintain any monthly
payroll logs, as required, to document the percentage of time :l;%pﬁmployee spent on
federal election activity. For 2009 and 2010, the Audit staff igiftificd payments to NDP
employees totaling $293,439° for which payroll logs we X "c“ﬁfﬁfﬁl,aintained. This amount
consisted of payroll which was allocated between federalfgnd na“ﬁ%%d_eral funds and
payroll paid exclusively with non-federal funds. éggga{% s

In response to the Interim Audit Report reco ndation, NDP stated that 1t has
established procedures to maintain contemporari€éous docusients to certily the payroll
records for employees paid exclusively with non-federal iﬁ%‘%’bf with an alfocation of
federal and non-federal funds. ;

(For more detail, see p. 5.) e ‘*@%.‘
i, Obligations

Finding 2. Reporting of Debts an: :

During audit fieldwork, the Audit staff notéd DPgiad:failed to correctly disclose
debts and obligations toalifjg$120,447. ThgiAudit stafifécommended that, absent
documentation demon:ét'ratin%

'tli§t these expéfigitures did not require reporting on
Schedule D (Debts-‘i‘r"fagpbligat'i?‘gis). NDP amépd its disclosure reports to disclose these
debts properly. In respo';i?e to t{i’g};l&;gpm AudifReport recommendation, NDP filed
amended regqg;gs,..;,t%materiiflﬁgﬁiéé‘iiiﬁﬁ"ﬁg;&dé’bts and obligations.

i

(For mogggﬂé%ﬂﬂ?*s EPi0.

25 '
Finiiig S. :
During audififjeldwork, ther udit §taff identified coordinated party expenditures made by
NDP for a Hote __candidaté%_hat appeared to exceed the 2010 coordinated party
expenditure lini'ii;'é.jgig‘n by $54.789.

. ':'"E‘.,. _ﬁg‘-__,.

In response to the In:é;""im Audit Report recommendation, NDP provided statements and
documents to suppoft its contention that two expenditures totaling $5,174 should not be
considered excessive coordinated party expenditures. In addition, NDP acknowledged
that it received $80,000 from the Democratic Congressional Campaign Committee
(DCCC) prior to making expenditures on behalf of the House candidate. NDP provided a
letter from DCCC in which DCCC further ceded, albeit untimely, $6,600 to NDP in

3 This total does not include payroll for employees paid with 100 percent federal funds and reported as
such (see Part I, Background, Commission Guidance, Request for Early Commission Consideration of a
Legal Question, page 1).



2012, NDP argues that this amount remains unspent and therefore should reduce the
amount of excessive expenditures.

Lastly, NDP acknowledged that apparent Coordinated Expenditures totaling $29,615,
identified by the Audit staff, were inadvertently and incorrectly classified GOTV (“Get
Out the Vote”) calls as generic GOTV calls due to a miscommunication with the
candidate campaign. NDP materially amended its disclosure reports and included these
expenditures on Schedule F (Coordinated Party Expenditures).

After considering the Interim Audit Report response, the Audit staff recalculated the
excessive coordinated expenditures to be $29,615. The revised ffgure,adjusts for the
$4,596 which NDP claims as exempt under the volunteer matsﬁ;ﬂs exemption.

(For more detail, see p. 8.) '




Part IV
Findings and Recommendations

| Finding 1. Recordkeeping for Employees

Sum

During audit fieldwork, the Audit staff noted that NDP did not maintain any monthly
payroll logs, as required, to document the percentage of time each gmployee spent on :
federal election activity. For 2009 and 2010, the Audit staff 1d%§1&ﬁbq payments to NDP
employees totaling $293,439* for which payroll logs were ngtifhaintained. This amount

-
ot

consisted of payroll which was allocated between federal gufé nen%edcral funds and
%

payroll paid exclusively with non-federal funds. % N
In response to the Interim Audit Report recomment tiorik{,‘NDP stated that it has
established procedures to maintain contempor; T ous documents to certily 1 yroll

records for employees paid exclusively with foristederal fﬁﬁﬁ or with an allgcation of
federal and non-federal funds. L '
Legal Standard -
Maintenance of Monthly Logs. Parts committees must koop a nbnthly log of the
percentage of time each employee spend'ﬁ‘gn conng 1op with . & rcderal election.

. Allocations of salaries, wages, and fringe Benefits afc#g:b pndertaken as follows:

e employees who ’;g ‘2;5 % or less o&gﬁ‘elr compghisated time in a given month on
federal electxgn acth l@émust be paidigither from the federal account or be
allocated as"adi; lstratrgze costs. W "

o employees who §§§§g ! o) e.than 25% oﬁt’helr compensated time in a given month
on fqg? 2 “rglectlon ol ;_mes Tt .;jg@ﬁmd only from a federal account; and,

. eranToyees“‘%o $pen34, e of their compensated time in a given month on federal

siglection act1v1ﬁes ay be-ga;dgentlrely with funds that comply with state law. 11

G $10671gy
Facts and 'ﬁ@glysis {g‘}

e

A. Facts b‘s’?

During fieldwork, the Audit staff reviewed disbursements NDP made to employees for
payroll, totaling $30'6 7083, for which monthly logs were not provided to document the
percentage of time the employee spent in connection with federal election activity. These
logs are required to document proper allocation of federal and non-federal funds used to

pay these workers. The total of $300,708 consisted of $282,882 for which payroll was

* This total does not include payroll for employees paid with 100 percent federal funds and reported as
such (see Part 1, Background, Commission Guidance, request for Early Commission Consideration of a
Legal Question, page 1).

5 Payroll is stated net of taxes.



allocated between federal and non-federal funds and $17,826 that was paid exclusively
with non-federal funds.® Of the $17,826, NDP paid $14,184 to 32 employees that were
not reported on either Schedule H4 or Schedule B during the audit period. The remaining
two individuals were reported as receiving salary payments on either Schedules H4 or
Schedule B during the report period.

As part of fieldwork, the Audit staff provided NDP with a schedule of employees with an
allocation of federal and non-federal funds for which a log was required. An NDP
representative completed this schedule by inserting the percentage of time each employee
spent in connection with federal election activity and provided a signed affidavit in which
a NDP representative attested to the accuracy of the infonnati%g’m provided.

Fisie

B. Interim Audit Report & Audit Division Recommengation
At the exit conference, the Audit staff discussed the “‘{E; eepiny: ifsue with NDP
representatives, They asked whether the schedule apdéthe affidavit they =ad provided
would resolve the recordkeeping finding. The Augdit staff explained thagbcecause NDP
did not create and maintain these documents szib’b o the atdit notification lulgn"but
instead prepared them during fieldwork, the issué’ uld beghcluded in the Jiiterim Audit
Report. *“*ﬁ,;ﬂg o ’

)
For NDP employees that were paid exd?gs_wely with non-fe&e al funds or with an
allocation of federal and non-federal fundﬁliﬂntemn AudiE -ep'Ort recommended that
NDP provide and implement a plan to mamtam xﬁgoﬁﬁl payrolflogs to track the
percentage of time each emsg,loyee spends @q fgdé"ra electign’

b" .of

C. Committee Respgnse to kiﬁ im Audit 'eport

In response to the Jitt&fir Audl feport recom} endation, NDP stated that, while it has

already provided the dG&¥mentd onreﬂectmg 16w much time employees spent on

federal electjon activ ity, it@8 vod o 1 fifains

payroll ag#¥itics in thisfuture. I‘-'- Audit Staff considers this matter resolved.
57 i

A ' d

Finding 2.

z.;é
% Repor% of Debts and Obligations

T ?
Summary ‘”’.;

During audit fleldw‘épk,kthe Audit staff noted that NDP had failed to correctly disclose
debts and obligations:fotaling $120,447. The Audit staff recommended that, absent
documentation demonstrating that these expenditures did not require reporting on
Schedule D (Debts and Obligations), NDP amend its disclosure reports to disclose these
debts properly. In response to the Interim Audit Report recommendation, NDP filed
amended reports to materially disclose these debts and obligations.

S The total amount of payroll and payroll paid from non-federal funds figures were adjusted from the

Interim Audit Report amounts of $293,439 and $10,557, respectively.



Legal Standard

A. Continuous Reporting Required. A political committee must disclose the amount
and nature of outstanding debts and obligations until those debts are extinguished.

2 U.S.C. §434(b)(8) and 11 CFR §§104.3(d) and 104.11(a).

B. Separate Schedules. A political committee must file separate schedules for debts
owed by and to the committee with a statement explaining the circumstances and
conditions under which each debt and obligation was incurred or extinguished.

11 CFR §104.11(a).

R

C. Itemizing Debts and Obligations. i
e Once it has been outstanding 60 days from the daﬁi‘h i
less must be reported on the next regularly schgdﬁléd rep

8,  debt of $500 or

e A debt exceeding $500 must be disclosed i the*repart that cov' r3 the date on
which the debt was incurred, except reo ing administrative o cnses (such as
rent) shall not be reported as a debt befcig; ;.he payr%%t due date.

11 CFR §104.11(b). . .

Facts and Analysis

* k.

A, Facts % ..
During audlt fieldwork, the Audit staff 1% availible dishursgfnent records to reconcile
the accounts’ of NDP's 1 gest vendorsThése vendorsiffrovided NDP mainly with

services such as office gne bank, pqmmg and cOmpliance services.
The Audit staff rev:ew%d the vendlors’ invoi ounts and identified unreported debts
and obligations, totaling* $1’ﬁ5 T8 to 10. éf its vendors. Included in this balance

were paymenisiidtaling $4, Sbﬁ {or 'o C&<3#e that NDP made more than 30 days late
throughout the audit penod Regyjarly reoccumng administrative expenses such as rent
are repo;{able as debts ifig ,paymentag,@ot made by the due date.

In addmon té*;be unreportéghdebts dlscussed above, NDP incorrectly reported debt
amounts ow @jgne vendgg The under-reported debts total $15,000 for the audit
period. ® "?ig\.a
%?ﬁyﬁf

B. Interim Audit R%%ort & Audit Division Recommendation

The Audit staff presented this matter to NDP representatives at the exit conference and
provided schedules detailing the unreported and under-reported debts for each reporting
period for the audited cycle. NDP representatives objected to the inclusion of rent, a

7 The reconciliation consisted of calculating invoiced and paid amounts for individual reporting periods in
the 2009-2010 campaign cycle. The Audit staff then determined whether any outstanding debts were
correctly disclosed on Schedule D. Each debt amount was counted once, even if it required disclosure
over multiple reporting periods.
¥ The total amount of reportable debt to this vendor was $34,500. NDP reported only $19,500 on its 2009
and 2010 disclosure reports. The underpayment was calculated as follows: $34,500 - $19,500 = $15,000.



regularly recurring obligation, appearing on the debt schedule. The Audit staff
acknowledged that regularly occurring administrative expenses are not debt reportable as
long as they are paid by the due date; however, NDP had consistently paid its rent more
than 30 days after the payment was due.

The Interim Audit Report recommended that NDP provide documentation demonstrating
that these expenditures did not require reporting on Schedule D. Absent such
documentation, the Interim Audit Report recommended that NDP amend its reports to
disclose the outstanding debts.

C. Committee Response to Interim Audit Report & *ﬁ

In response to the Interim Audit Report recommendation, NDP ﬁled amended reports to

materially disclose these debts and obligations. o “4‘55{:1:5.».
bt ‘éi’ T
| Finding 3. Excessive Coordinatedéﬁrty Expérigitures
= - 1&
Summary & '

During audit fieldwork, the Audit staff identified cod ﬁ ibdi ;;_: party expenditiires made by

NDP for a House candidate that appear to exceed the 2830 coordinated party expenditure
limitation by $34,789. e,

In response to the Interim Audit Report #ecommendation, NDP ﬁfwlded statements and
documents to support its contentlon that two expenditures ml.nfmg $5,174 should not be
considered excessive coQ patty ex; ures. In :cldition, NDP acknowledged
that it received $80,00 Democrau Congress13>nal Campaign Committee
(DCCC) prior to @gl%ng expenﬁiiures on behalf of the House candidate. NDP provided a
letter from DCCC in ﬁfl; DCEC further ced }asflbelt untimely, $6,600 to NDP in
2012. NDP argues that thiflandounGiémains unspent and therefore should reduce the
amount of exee%sm? penﬁﬁ '_ es.

L wg}“ % \‘I&-
LastlygNDP acknowledg‘gd that afigazeht Coordinated Expenditures totaling $29,615,
1dent1f1é@3y the Audit stéi’ﬁawere vertently and incorrectly classified GOTV (“Get
Out the V alls as gen?mc GOTY calls due to a miscommunication with the
candndate campjien. NDP# atenally amended its disclosure reports and include these
expend:tures on’ eduleF (Coordinated Party Expenditures).

:nﬂ-:

TR

After considering thei-Interim Audit Report response, the Audit staff recalculated the
excessive coordinated expenditures to be $29,615. The revised figure adjusts for the
$4,596 which NDP claims as exempt under the volunteer materials exemption.

Legal Standard

A. Coordinated Party Expenditures. National party committees and state party
committees are permitted to purchase goods and services on behalf of candidates in the
general election—over and above the contributions that are subject to contribution limits.
Such purchases are referred to as “coordinated party expenditures.” They are subject to
the following rules:



e The amount spent on “coordinated party expenditures” is limited by statutory
formulas that are based on the Cost of Living Adjustment (COLA) and the voting
age population;

e Party committees are permitted to coordinate the spending with the candidate
committees;

e The parties may make these expenditures only in connection with the general
election;

o The party committees—not the candidates—are responsible for reporting these
expenditures; and

e If the party committee exceeds the limits on coordmated expenditures, the
excess amount is considered an in-kind contribution, sy the contribution
limits. 2 U.S.C. §441a(d) and 11 CFR §§109.30

B. Assignment of Coordinated Party Expenditure Li I&mu A pohucal party may
assign its authority to make coordinated party expes to another péitical party
committee. Such an assignment must be made m»ﬁmtmg, state the amouBfof
authority assigned, and be received by the assig before an y coordinatedpa
expenditure is made pursuant to the assxgmnent Fhe political party commit
assigned authority to make coordinated party expenditures must maintain the written
assignment for at least three years. ljggfk §8104.14 and | Q\9 33(a) and (c).

% % X

C. Volunteer Activity. The payment b ittee of 2 blmcal party of the costs

of campaign materials (such as pins, bump;r sticket$handbils, brochures, posters, party

tabloids or newsletters, .grd signs) uséq by‘such Stifhittee in connection with
volunteer activities on behak QT:-@nY nommeegs) of such-party is not a contribution,
provided that the fo}lb%mng conditions are met?,

1. Such paynment i’sg);pt for ﬁbst incurred m;,,cennectlon with any broadcasting,
newspaper, magaz%i‘e ot ,gssd rect:mall or similar type of general public
comgmméa;qqn or p%@tjcal ad 'g The term direct mail means any
maﬂmg(s) b‘y.sa,agqrrun vendor or any mailing(s) made from commercial lists.

2.:¥Fhe pomon of | é 205t of sgggﬂnatenals allocable to Federal candidates must be
pa Jfrom contribuiftons subject to the limitations and prohibitions of the Act.

3. Sucmpayment is nof#hade from contributions designated by the donor to be spent

on beliajfiof a particiiar candidate for Federal office.

4. Such mater Fials arg; fistributed by volunteers and not by commercial or for-profit
operations.

S. If made by a political committee, such payments shall be reported by the political
committee as a disbursement in accordance with 11 CFR §104.3 but need not be
allocated to specific candidates in committee reports.

6. The exemption is not applicable to campaign materials purchased by the national
party committees. 11 CFR §100.87 (a), (b), (c), (d), (¢) and (g) and 11 CFR
§100.147 (a), (b), (¢), (d), (e) and (g).

D. Limits on Contributions Made by State and Local Party Committees.
State and local party committees must comply with the contribution limits below:
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e $5,000 per election to a Federal campaign if the contributing committee has
qualified as a multicandidate committee;

* $2,400 per election to a Federal campaign if the contributing committee has
not qualified as a multicandidate committee;

» $5,000 per year to a separate segregated fund (corporate or labor political
action committee) or a non-connected committee; and

¢ unlimited transfers to other party committees. 2 U.S.C. §441a(a).

Facts and Analysis

A, Facts S

The coordinated expenditure limit for the 2010 election cyclésfer a House candidate in
the state of Nebraska was $43,500 each for the state and pfitiorzi party committees.
During audit fieldwork, the Audit staff reviewed the corré§pondence hetween NDP and
the DCCC that addressed the coordinated expenditﬁ’: ‘On"May 25 710, NDP
transferred its entire coordinated spending limit t¢*DCCC. This permitte@RCCC to
make coordinated expenditures of $87,000 on: % of Toin, White, Dem&%gﬁﬁ”
candidate for the United States House of Represe ig,ves «Nebraska's 2
Congressional District (the candidate). Additional foﬁﬁﬁentaﬁon indicated that DCCC
authorized NDP to spend no more than.$80,000 of its cé'é;ﬁ__'ﬂd-i‘r_xated party spending limit on
behalf of the candidate.’ B

‘;:;ék :'5“3 . 95
The Audit staff's review of disbursement&sindicafsd{ilsat NDP-ppeared to make
coordinated expenditures ;ﬁgghalf of il ¢2 _Elé_(__l_, idate tha .’I‘é)lilled $114,789, as outlined
below. g‘ﬁ*‘%m 3; #

* NDP reportedthree medjg:related expegditures totaling $85,174 as coordinated
expenditues cfiighalf ofithe candidate Specifically, NDP spent $80,000 on a
media ad in oppo?f}lhiun 10 . candidate’s opponent, $4,596 on production of a
candi@ile; posteand, ad $578 forcampaign signage.

. the coordinated spendimg limit was established, NDP reported two

additional disburscinents, to1alifig $29,615, for “generic GOTV (“Get Out the

. WQ’%’) calls as federal elecgfon activity on its disclosure reports. The scripts

proVigled by the verfffpr seem to indicate there was possible coordination with the
candidﬁl;ié.‘;g}commitifﬁb since the scripts contained the message to vote for the

candidate"f-'a:iijgl_,_ingkgiaed a disclaimer that the message was paid for by NDP and
authorized by:thé candidate.

In addition to the expenditures discussed above, NDP spent $94,610 to produce a single
mailer on behalf of the candidate. This amount consisted of the following components:
layout and production ($92,610) and postage ($2,000). NDP considered the cost of the
entire mailer to be an exempt activity under the volunteer materials exemption. To
support its assertion, NDP provided vendor statements and invoices along with
photographs of the volunteers participating in various duties such as reviewing, sorting,
and packing the direct mail pieces.

o DCCC filings disclosed an additional candidate expenditure in the amount of $353, leaving DCCC with
an unused coordinated limit of $6,647; ($87,000 - $80,000 - $353.)
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The Commission has addressed the applicability of the volunteer materials exemption in
the Final Audit Reports of the Democratic Executive Committee of Florida and the
Tennessee Republican Party. In these reports, the Commission recognized a lack of
clarity regarding the application of the volunteer materials exemption. In recognizing the
lack of clarity, the Commission has attempted to formulate a consensus policy regarding
what constitutes substantial volunteer involvement for the purpose of applying the
exemption.'

In view of the uncertainty regarding the amount of volunteer involvement needed to
qualify for the volunteer materials exemption, as well as the amount of documentation
required to support such an exemption, the expenditures for theghailcr, totaling $94,610
have not been attributed to NDP's coordinated expendltureé?g

The Audit staff concluded that NDP spent $114,789 on c‘é“érdm .pendltures and
itwélimitby $34 7@ As a result,
these expenditures are considered an excessive m,-kmd contnbutlon to thmandldate

B. Interim Audit Report & Audit Division Reﬁ&ﬁm‘n dation 35

The Audit staff discussed this matter at the exit con?‘eifg:;i and provided schedules
detailing the possible excessive in-kingd contributions RDJ’ :-ade on behalf of the
candidate. In response, NDP representafixes stated their »cl;ef that some of the amounts

1y Haye been coordi%‘@?@xpenditures.

reported on Schedule F might not actual}

The Interim Audit Report recommended tﬁ’gt NBP provige fiditional documentation
demonstraung that it dégﬁﬁ‘u zed the coo#gfinated pargy expenditure limitation for the

candidate.'? 1
Al - :
C. Committee Respo ¢ 10 Intékim. Audlt Rg
In response to:thesdnterim Ayc:: Repor n endation, NDP argued that two
expcndlturE ¥ totalifg. 39, 174‘?}% s 1 and 2 below) do not represent coordinated activity
#inated*piin\ expenditure limitation of $6,600 (item 3), ceded

and thatithe unspent c%-
by the%C(;C should furthe reduc ¢ the amount of the excessive expenditure.
W

'h'«-h

Regarding the ;penditures and the Audit staff’s calculation of amounts in excess of the
coordinated ex digxre %mu NDP explained as follows:
s
1. The payment @Sf $578 to an NDP vendor was merely for a sign that was placed in
the window 6f the party’s field office during the 2010 general election period.
The sign was not intended as a public communication; it was placed next to the
sign of many other Nebraska candidates as is commonplace for party offices.

1 Proposed Interim Enforcement Policy, Open Session Agenda document No. 10-16 dated March 10,
2010, Drafts A through D.

"' The amount over the limit was calculated as follows: Total spent by NDP less amount authorized by
DCCC: $114,789 - $80,000=$34,789. NDP made and reported the maximum allowable contribution to
the candidate during the 2010 election cycle.

12 The authorized committee of Tom White was approved for administrative termination on May 10, 2011.
Therefore, a recommendation to seek refund from the candidate committee is not warranted.
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2. NDP provided a declaration, signed and dated September 16, 2013, from its
Executive Director who oversaw all political and administrative operations of
NDP during the 2009/2010 election cycle. In the document, the Executive
Director attested that NDP paid for the printing of the postcards ($4,596) which
advocated the election of the candidate. According to his recollection, the
volunteers distributed, hand stamped, and placed the mailing labels on the
postcards at the party headquarters. NDP incorrectly disclosed this payment on
Schedule F and plans to amend its reports by disclosing the expenditures as
Federal Election Activity (Line 30b).

rr’f ‘h"‘

limit, from the DCCC prior to making expendlt
an unsigned letter from the DCCC dated April 2
designated NDP as its agent “...for the excl bk
pursuant to 2 U.S.C441a(d) on behalf of [tliie Candidate] up to $63
acknowledged this authority was not cgde.in a tiry ly fashion. Néverthéless,
NDP urged the Commission to acknowl i that ount remains unspent
and should therefore reduce the amount of e s?iﬁic expenditure.
N
9,615 in apparé% Coordinated Expenditures

Lastly, NDP acknowledged tll"
identified by the Audit staff were; iffady i ntly and incopgéetly classified GOTV
PVacalls due £6 a miscommunication

(“Get Out the Vote™) calls as genggic GOTAfcal
with the candidate’s campaign. lsg}iéyd meng a‘i'eports and disclosed

ameny ,_)':a

Biffizes on ScheddlE'F totaling’$15,687, however, a balance of

A=k
coordmated expendxtﬁ* &8s the sig ms »not intended as a public communication. Since
NDP dlsg‘k&sed this expe, Giture on‘§%hedule F, the Audit staff recommends that NDP

amend its 2040 August Mé; thly réport to disclose this disbursement on Schedule E
(Independent ’%t;pendltures Since the sign contains express advocacy.

NDP’s Executtve Df" eCtOT attested to the volunteers’ involvement with the printing of a
candidate postcard ($4596). As with the other expenditures noted above, totaling
$94,610, for which NDP claims the volunteer materials exemptions, the Audit staff
acknowledges the lack of clarity regarding the level of volunteer involvement needed to
qualify for the volunteer materials exemption. As with the treatment of those
expenditures, the Audit staff does no longer attributes the $4,596 expenditure toward
NDP’s coordinated limit. NDP is encouraged, however, to provide any further
documentation such as photographs of the volunteers participating in the dissemination of
the candidate postcard for the Commission’s consideration of the matter.

13 NDP used these funds to finance its broadcast television media buy and production and disclosed this
expenditure on Schedule F of its 2010 Post-General disclosure reports.
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Finally, by presenting the assignment authority letter from the DCCC, NDP demonstrated
that it was granted additional spending authority ($6,600) beyond $80,000. The Audit
staff notes that the letter was issued on April 24, 2012, well after the November 2, 2010,
general election. As noted in the legal standards above, 11 CFR § 109.33(a) requires that
an assignment must be made in writing, state the amount of the authority assigned, and be
received by the assignee before any coordinated party expenditure is made pursuant to
the assignment. In similar cases, the Commission has rejected assignments of spending
authority after the fact. As a result, the Audit staff did not allow for the additional
spending authority of $6,600. However, the Audit staff recogm that the $6,600

represents unspent funds under the combined spending authont oth committees.
As a result of NDP's response to the Interim Audit Re Audit staff recalculated
the excessive coordinated expenditures to be $29,615."* “Fhe revised figure adjusts for

$578 which does not represent a coordinated exper%ﬁh\_and $4,596 which NDP claims
as exempt from the definition of a contribution under the volunteer materials cxemption.

%,
v“‘f S w&w}g
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g ) h .
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14 Calculated as follows: $29,615 = [($114,789 - $578 - $4,596) - $80,000].



